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THE BUDGET OUTLOOK. 


me record of our public finances in recent years has 
tt been one which the taxpayer can contemplate with 
husiasm. For six years expenditure has been approxi- 
y stationary or rising slightly, and the figures give 
eral impression that the Budget total is ‘“ sta- 
ilised ’’ at the colossal figure of considerably more than 
ff00 millions. This total, it is true, is swollen by the 
ious practice of including the gross expenditure and 
ss receipts of the Post' Office in the Budget. But 
mn if we include a net figure only for the Post Office 
ad'think in the more appropriate terms of a total of 
(750 millions or more, this is a figure which is nearly 
wr times as large as before the war, and represents a 
large proportion of the nation’s resources. In the 
plowing pages figures are given which show that the tax 
wenue raised by the Central Government last year, 
mz., £693 millions, is still some 16} per cent. of our 
mtional income, and that, if local rates are included, the 
tal percentage raised in taxation last year was nearly 
per cent. of the income of the country. Four years 
ago Mr Churchill very properly departed from the tra- 
on of taking a short and rather narrow view of the 
aces of the State, and instead of confining himself 
othe figures for a single year endeavoured to look ahead. 
tsemed at that time that a steady expansion in the 
td of taxation could be foreseen, and that, taken in 
cogjunction with a number of important automatic re- 
tions in expenditure and with economies that might 
‘made, this would result in a steady easement of 
ne high rate of taxation, and also provide funds for 
ot redemption. This in its turn would make possible 
burable conversion schemes, and thus by a cumulative 
frocess reduce the Budget total. These hopes have 
been fulfilled. Somie of the causes—notably 
‘coal dispute of 1926—are temporary. But the 

lic is naturally disquieted to find that so 
headway has been made, and now that the 
mnormal circumstances: of 1926 are becoming a 
matter of past history, it may well ask whether the pre- 
mt situation is to be regarded as permanent or whether 
‘Substantial and progressive improvement may now be 
poked for. It may be that most people are apt to 
Maggerate the direct handicap imposed on trade and 
moduction by our present level of taxation, and to over- 
bk the fact that more than half of it, viz., the part 
th represents the service of the debt, is returned again 
‘be. spent by the citizens of the country. But thesc 
‘Wansfers’? mean that the State interferes on a large 
¢ with the normal disposal of the nation’s resources, 
mts a severe strain on the taxing machinery—which tends 
» introduce inequities and inequalities whenever rates 
me very high—and checks development by taking 
burces from fhose who ‘‘ enterprise ’’ and transferring 
pem to those who live’on interest. The high level of 
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taxation is undoubtedly an impediment to the smooth 
working of the economic machine. A substantial lighten- 
ing of the burden over the next few years is thus the real 
Budget problem, and far more important than the 
comparatively trivial expedients, that have had to do duty 
recently as the ‘‘star turns’ on Budget day, of a little 
new revenue obtained here or a minor saving effected 
there. We do not underrate the importance of 
the “little drops of water’’ that “make the 
mighty ocean,’’ and no Chancellor can afford 
in these days to regard any detail of either revenue or 
expenditure as unimportant. But if the situation is to 
be substantially altered in a generation, we ought to be 
seeing the beginnings of a cumulative change in the 
appearance of the Budget. 

Mr Churchill’s last three Budgets are not impressive 
from this point of view. At the same time, the situation 
is not entirely without hope. In the first place, the re- 
venue shows unmistakable signs of being based on 
growing production and wealth. The Income-tax figures 
this year are better than Mr Churchill expected. As this 
tax is nowadays assessed on the profits of a single 
year, the Chancellor will doubtless be able to count even 
in the current year on an appreciable increase of the 
nation’s assessable income; and after this year the growth 
may be expected to continue. Similarly with stamps, 
motor duties and many of the items included under 
Customs and Excise, there is every reason to count on 
continuous expansion as trade grows, for all the indica- 
tions now seem to show that though the momentum is 
still slow, economic activity is very definitely expanding— 
a growth that may be traced in our monthly indices of 
economic activity. 

It should, however, be noted in passing that the excess 
of £8 millions in the revenue over the estimated receipts 
this year is in no sense to be regarded as a measure of 
the expansion of the revenue. That excess is mainly 
due to non-tax revenue items—which include rising re- 
ceipts from Reparations and inter-Allied debts—and to 
the Death duties, in regard to which the Chancellor has 
the grim satisfaction of having had a lucky year. The 
income-tax increase, though proportionately small, is, how- 
ever, of more significance. With prices tending to dwindle, 
and many concerns still affected by the coal dispute, it is 
very satisfactory that the yield has so substanfially re- 
covered. On the other hand, the excise duties, which 
include the betting tax and liquor duties, have not been 
as prolific as was expected, and it is a prospect seriously 
to be considered that it may not be possible indefinitely 
to count on an expansion in the yield of the alcohol duties, 
which in 1926-7 provided no less than £128 millions out 
of the total tax revenue of £663 millions—or nearly 20 
per cent. Subject to this not unimportant proviso that 
the yield of these duties may quite possibly fall during 
the next decade, the prospects of the revenue are in the 
direction of a steady and continuous expansion, 
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On the expenditure side the outlook is less definite, .and 
not as promising as we could wish. Some years ago it 
‘seemed clear. that..the automatic reduction ‘and - eventual 
“disappearance of the charge for war pensions: would be 
. an important ‘factor.in: reducing the Budget. total. . Fhe 
_growing Cost-of old-age pensions resulting-from increased 
_longevity—to which Mr-Churchill in. 1925 added-a State 
: Contribution towards widows’. pensions—substantially. off- 
“sets this reduction, and will ultimately swallow it up 
altogether. But in the near future there is a-small reduc- 
tion to be secured, and the total of all pension charges 
ig expected to reach its bottom level some five years 
hence at some £10 millions below the present figure. 
The cost of the Civil Services in general—including social 
services—does_ not admit of reductions on a very .large 
scale. There are ‘still. a number of items connected with 
the war and with the Irish settlement which may afford 
‘some gleanings to a careful harvester. But a scrutiny of 
the details given in the following pages reveals no 
large items in which important reductions can reasonably 
be. expected. This leaves us with the two items on which 
hopes of a lower Budget total must be founded, viz., 
-expenditure on armaments and on the national debt. 

As regards armaments, the Government has made a 
modest contribution by delaying three of the cruisers of 
its naval programme; but if large savings are to be made, 
we must strive for a much greater reduction of our 
armed forces than we have yet contemplated. There has 
been much talk in the past year of our minimum naval 
requirements, which are said to depend on the special 
conditions of the British Empire, and to have no relation 
to what America or other countries are doing. Frankly, 
this is nonsense. If there were only one navy in the 
world, very small resources would suffice to give it 
complete command of the seven seas. The ies of 
our military expenditure, therefore, mustdepend on our 
diplomacy. In the last half of the 19th century our military 
and naval forces cost about 2 per cent. of our then 
national income. This proved to be an adequate 
‘insurance premium.’’ To-day—apart altogether from 
what we are paying for the great war which was ‘‘ to 
crush militarism ’’—we are spending on current measures 
of defence about 3 per cent. of our income. This 1s 
not the place to discuss whether it is possible to ensure 
peace for a generation by any other means than by pre- 
paring for war. But the figures given show that if this 
can be done through the League of Nations or by an 
agreement with America, there is a large margin here 
for reduced expenditure. 

Finally, as regards the debt, last year’s expenditure 
for interest was at a high point for recent years. But 
money rates were high, and in the past two years con- 
versions have had to be made under very unfavourable 
conditions. Moreover, the sinking fund has not main- 
tained its proper réle, the actual amount in million pounds 
in the hands of the Chancellor for debt redemption in 
each of the last six years having been as follows :—126, 
98, 48, 36, 23, 69. These figures are not unrelated to 
conversion difficulties. Whether interest rates are likely 
to fall in the near future is a question on which there 1s 
room for various opinions. But in our view the proba- 
bilities are strongly on the side of falling rates. The process 
of aaving in Germany and in France is rapidly reviving, that 
of the United States is now on a wt scale, and 
more than fills the requirements of a market for capital 
which before the war drew. heavily on European savings; 
while our own savings are no doubt steadily rising. On 
the. other hand, in no part of the world is development 
and trade recovery proceeding so fast as to indicate that 
over the next decade there will be an acute demand for 
capital which will involve high rates of interest. In the 
United States the return.on first-class securities is already 
considerably lower than it is here, and if the experiment 
of quoting Funding Loan on the New York Stock Ex- 
change is a success, these low rates should in the very 
near future make an impression on the yield basis and 
Eencerone on the rate at which conversion can be made 

ere. 

In the background, however, lurks another problem. 
The two main factors which can lighten the heavy fixed 
charges which burden the back of the taxpayer to-day 
are increased productivity and lower interest rates. The 
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THE NATIONAL ACOOUNTS FoR 192728, 


one accounts for ~ financial year 
March 31st last showed a surplus of £4,239,000. 
£,842,824,000 and expendi 
£,838,585,000. This is the first surplus Mr Churchill ha 
achieved on any of his three Budgets, and it contrasts a 
favourably with his deficits of £36,694,000 in saber aa 
of £14,038,000 in 1925-26. For this result the Chancel; 
is indebted for once ‘to the goddess of good forty 2 
A year ago Mr Churchill budgeted for a surplus ¢ 
£1,440,000, estimating revenue at £834,830,000 anj 
expenditure at £833,390,000. The latter, however was 
swollen during the year by supplementary estimate 
totalling 45,788,000; expenditure kept weil up to the 
‘total estimates, and therefore the year would have ended 
with another deficit but for the growth in certain fick) 
items of revenue. Total revenue ultimately exceeded the 
Budget estimate by nearly £8 millions, and enabled the 
year to end £4} millions on the right side. The following 
table compares the actual revenue and expenditure with 
the final estimates for 1927-28 :— 


REvENvE and Expenpirure, 1927-28 (000's omitted). 


which. ended on 


Total! Nat. Debt Serv.) 378816 + 8816 
19,66 + 1g 


422,78) + 9,885 
— 1a 
229815 - 819 


Customs and Excise fell short of the estimates by ove 
47 millions ; super tax was nearly £14 millions under is 
expected yield; E.P.D. brought in nothing at all; and 
corporation profits tax was nearly £1 million below the 
estimate. On the other hand, income-tax was £3} ml 
lions better than the estimate ; stamps also brought na 
extra £14 millions; and death duties were over 4 
millions higher than had been anticipated. The items 
which exceeded the estimates thus amounted to a _— 
total than those which fell short of the estimates, | 
revenue from taxation was consequently £24 — ; 
better than the Budget forecast. Non-tax receipts un 
all headings were uniformly higher than the —— 
On the expenditure side the Budget provision for int 
on the National Debt fell seriously short of the ee 
outlay; but the balance was more than redres ‘itu ; 
savings under all headings on the estimated expen 
on the supply services. fied 
During the last financial year £69,239,000 were PP 
to the redemption of debt, of which £ 65,000,000 nie 
provided in the Budget, the surplus of £4239" in 
accounting for the remainder. Details of the — a 
which the Sinking Fund was used are not yet av 
but as regards the other debt transactions the ‘ich 
show that £184,385,000 of debt was paid . _fennes 
468,876,000 represented the repayment on * 
Bills. On the other hand, Ways and Means atregoatitg 
creased by £45,249,000, the net reduction in the 





aR 


Ve! Gel Sle Gelele & B sel EB" | rE ead | + | 


“pps th 

“s 
hus amounting to only £ 23,627,000; and the 

ae of other debt, together with minor transactions, 

sought the total of new debt up to £180,146,000. These 

shanges are shown in detail in the following table :— 

A (000's omitted.) 
: Basted Loan Of ilies Bills paid a .. 6s 
% wer . 41,317 34% War Loan, 192528, 
P eeeececesececos 4 
sa 64,596| National Savings Certifi- i 
Rei arcesoseah veces 28,661) Nation 


cates paid off + .. 3,502 

issued War Bonds pai 
Ways and Means advances off eeoeerevecenre eoececeon 67,057 
‘ Treasury Bonds paid off... 3,403 
523| Other issues{ ...... bees 2 


eeoocce 4,239 


184,386 
: ents in respect of issues under Land Settlement ili- 
in) ere 1919 and 1921, £186,000; decrease in balances at Banks of 


England and Ireland, £137,000. : 
+ Including £2,000 of National Savings Bonds. 
+ Chiefly issues for the Old Sinking Fund, 1907-8. 


The next table shows each year’s results since 1909-10 :— 
(000’s omitted.) 


Expendi- 
ture. 


184,385 


— 


Revenue. Surplus. | Deficit. 


£ 
26,249 


— $33,780 
— 1,222,891 
— 11624685 


: . 14,038 
*842,395 e's 86,654 
*838,585 |+ 4,239 in 
* Includes sinking fund, 1909-14, »bout £5 millions; 1920-21 and 
11.22, £52 millions ; 1922-23, £25 millions ; 1923-24, £40 millions ; 
194.25, £45 millions ; 1925-26 £50 millions; 1926-27, £60 millions; 
1927.28, £65 millions. 


Since 1920 Great Britain has applied some £714 millions 
to the repayment of debt, £434 millions out of Budget 
surpluses and £280 millions out of sinking funds. In 
addition, as the Colwyn Committee have pointed out, 
another £87 millions in cash, obtained from various 
other sources—e.g., from the balances surrendered on the 
reduction in the size of the Civil Contingencies Fund, from 
capital repayments in respect of loans for land settlement 
originally advanced from the Consolidated Fund, and 
rom certain minor receipts which do not pass through 
the Exchequer—were applied to the reduction of debt be- 
ween 1920-21 and 1925-26. For the most part, how- 
fer, these sums arise from non-recurrent transactions. 
That the nominal total of the Deadweight Debt has been 
reduced by a much smaller amount than the total of the 
‘ash sums applied to the repayment of debt is due, of 
‘ourse, to the issue of various conversion loans below 
- Nevertheless, the amounts applied out of revenue 
othe reduction of debt are very large indeed. 


REVENUE. 
~ total revenue received in 1927-28 amounted to 
°42,824, 500, and was thus £37,123,300 larger than in 
P Preceding financial year. The principal changes in 
%7-28 as compared with 1926-27 were as follow :— 
(000’s omitted.) 
£ 


ate guile duties + 3195|RPD. ....... 
Sampe uties + 9,990] Corporation Profits tax — 2,190 
: omen lnsumectine 4 15.8°6 
3 150 


2,280 | Miscellaneous— 
Special receipts .... 352 


receipts... + 2,679 
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It was estimated in the Budget a year ago that, on the 
then existing basis of taxation, the nation’s revenue 
would amount in 1927-28 to £7963 millions, a decrease 
of £83 millions on 1926-27, due wholly to the esti- 
mated decline in non-tax revenues. Additional revenue 
was provided in the Budget, however, to the amount 
of £254 millions from taxation and £2} millions from non- 
tax revenue, the latter sum representing the net change 
resulting, on the one hand, from the {£12 million raid 
on the Road Fund, together with increases in receipts 
from the Post Office, Crown lands, and sundry loans, 
and, on the other hand, from decreases (apart from the 
raid on the Road Fund) in both ordinary and special 
miscellaneous receipts. The estimated increase in total 
revenue was £29 millions. The outcome of the year’s 
financial transactions, however, as the next table shows, 
IS an increase in revenue from taxation alone of £29 
millions, an increase in non-tax revenue of £8 millions, 
and an increase in the total revenue of just over £37 
millions :— Revenve (000’s omitted). 


iain 
elegraph Service 
Telephone Service 
Crown Lands 
Interest on Sundry Loans 
ay eens a 
Ordinary Receipts 
Bpecial Receipts 


Until the Finance Accounts are published in the summer, 
details of the various sources of revenue in the last finan- 
cial year will not be available, but the following notes, 
which give the latest figures available, may prove useful 
as an indication of the principal characteristics of the 
main items. 

Customs and Excise.—Exchequer receipts from Customs 
and Excise together amounted to £250,820,000 in 1927- 
28, as compared with £240,493,000 in 1926-27, 
£238,047,000 in 1925-26, £234,472,000 in 1924-25, 
#£:267,928,000 in 1923-24, and £'75,040,000 in 1913-14. 

Exchequer receipts, because of variations in retained 
balances, always differ somewhat from the net receipts 
as given in the Report of the Commissioners of Customs 
and Excise, and it is the net receipts which are shown 
in the following table. This table is compiled from the 
finally corrected returns published in the last Report of 
the Commissioners for the year ended March 31, 1927. 
It shows the amounts received in Customs and Excise 
under the principal heads of duty in the last four financial 
years for which figures are available, and in 1913-14. 
The areas referred to are the United Kingdom in 1913-14 
and Great Britain and Northern Ireland since the war :— 

Customs axp Excisz Duties—Net Receipts. (000's omitted. 


1913-14 | 1923-24.| 1924-25.| 1925-26 | 1926-27. 


Entertainments 
Other Revenue 


Hops... 

Silk and artifics] silk .. 

“McKenna”’ Duties .. 

Sa rding of indus- 
es duties........0- 


Total protective duties 


Grand Total . 75,227 | 267.731 '235,007 | 237,758 | 239,988 


* Including wine, mineral waters, cocoa, coffee, matches, betting 
duty, railway passengers, patent medicines, liquor and other licences, 
and miscellaneous. : 
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Except for the repeal in 1926 of the Excise duty on 
chicory, no changes were made by Mr Churchill during 
the first two years of his Chancellorship in the rates of 
such duties on commodities which were taxed before 
the war as were left him by his predecessor. Last year, 
however, he increased the duties on wine, which had been 
in force since 1920 and 1921, and also the duties. on 
tobacco, which had been in force since 1918. Of the new 
duties imposed’ since the war Mr Churchill, during his 
first two years of office, reimposed the McKenna duties, 
which Mr Snowden had allowed to lapse (extending them 
to commercial motor vehicles in 1926); imposed new 
duties on silk, artificial silk, hops, lace and embroidery, 
cutlery, gloves, incandescent mantles, end packing and 
wrapping paper; made various changes in the key 
industry duties; and imposed the betting duty and its 
allied licences. Last year he repealed the exemption in 
favour of tyres from the duty of 33% per cent. ad valorem 
on the component parts and accessories of motor-cars anc 
motor-cycles, and imposed a duty on translucent pottery. 
The only duty.in this class which Mr Churchill has 
repealed is that on cider and perry. 

The beer duty was reduced by Mr Baldwin in 1923 by 
allowing a deduction of 20s per bulk barrel on the duty of 
tcos per standard barrel imposed in 1920. This com- 
pares with a duty of 7s od per standard barrel before the 
war. The main duty on spirits is 72s 6d per proof gallon, 
as compared with 14s 9d before the war. The tea duty, 
which was reduced by Mr Snowden from 8d per Ib to 4d 
per lb on foreign tea and 33d per lb on Empire tea, is now 
lower in terms of money, and much lower in real value, 
than the pre-war duty of sd per lb. The sugar duty, on 
the other hand, stands at 11s 8d per cwt, as against 
1s tod before the war. Until last year the standard 
tobacco duty amounted to 8s 2d per Ib; last year it was 
raised to 8s 10d per lb, whereas the pre-war duty was 
38 8d per Ib. 


The preceding table shows that by far the most impor- | 


tant sources of indirect taxation are alcohol and tobacco, 
followed by sugar and tea. 


is produced by greatly increased duties levied on a much 


lower and a falling consumption, both in the aggregate | 


and, per capita, whereas the revenue from tobacco, sugar, 
and tea is levied on commodities the consumption of 
which, both in the aggregate and per capita, has been 
steadily increasing. The increase in the consumption of 
tea, sugar, and tobacco in 1926, in spite of the protracted 
coal stoppage, is indeed a most remarkable phenomenon. 
These facts are clearly shown in the following table :— 


QUANTITIES RETAINED for CONSUMPTION. 
(000’s omitted.) 


Calendar Years. 1913.°) 1924. | 1936. | 1926. 


Ibs| 305,490, 395,500 398,657) 403,101 
33,919} 31,476, 33,994' 35,168 


Unmanufactured bs} 94,214) 127,910) 132,605) 134,628 
‘ Imported manufactured 1,897 954 946 881 

pirits— 
Home-made ........... pf. galls} 26,164 12,430; 12,174) 11,303 
866 


Beer 35,324 area 22,080| 21,179 


Quantities Per Heap of Porvuation. 


881 | 885 ; 891 
78°50 | 84-49 | 87-09 


Unmanufactured 5 285-| 2-94 2-97 


Imported manufactured 1 002°; 002 | 0-02 
Spirits— 


Sugar, refined and unrefined .... 
Tobacco 


Tea 
Sugar, refined and unrefined......1 
Tobacco— 


0-28 | 027 | 0-25 
0:05 0-04 
17°58 16°86 
* The figures for 1913 refer to the United Kingdom ; those for later 


years refer to Great Briiain and Northern Ireland only. 


One other noteworthy fact is brought out by the second 
preceding table, viz., the amount of, and growth in, the 
revenue from protective duties. Whereas in 1913-14. this 
was nil, and in 1924-25 only £586,000, through Mr 
Churchill’s various duties it had increased in ‘1925-26 to 
£51147,000, and in 1926-27 to £10,470,000. The latter 
figure represents 4.4 per cent. of the revenue from 
Customs and Excise, 1.6 per cent. of the aggregate 


But the revenue from alcoho] | 


revenue from taxation, 
revenue of the nation. 
Motor Vehicle Duties. —Exchequer recei 
of motor vehicle duties exceeded the Budget estim Pect 
£418,000, and amounted last: year to 424,518 os 
remarkable increase, in the yield of these duties d The 
recent years, which is; shown in. the follo ae 
thus continued :— . 


and 1.3 per cent. of the total 


Pts in res, 


wing table, js 


Motor VEHICLE Durtgs.—Excuzovrr REcetprs 
(000’s omitted.) 
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It the production and use of motor vehicles continues to 
grow, even though at a smaller percentage rate of increase 
than in the last few years, this remarkable expansion in 
motor vehicle duties should also persist. 


Death Duties.—Receipts from death duties have been 
increasing steadily since 1918-19, and in 1927-28 the 
amounted to £77,310,000, thus exceeding the Budget 
estimate by no less than £9,510,000. The following table 
shows the Budget estimate and Exchequer receipts from 
death duties in each financial year since 1913-14 :— 


Estare, &c.,, DvuTiEs. 


(In Million £’s.) Exchequer 
Receipts 
Larger (+) 
or Smaller (—) 
than Estimate. 


Budget 

Estimate. 
1913-14........ 
1914-15.....0.. 77 ee ee 
1915-16,....... oceces 
1916-17... cece 30:00 
1917 SA 
1918-19........ 
eeeesseeses" 


1921-22........ . ececee 
1922-23... .cese- 48-00 ee 
1925-24......0. eeee 
1924-25......+. 
1925-26........ 

1926 27....ce0e 

1927-28 


The death duties on the Statute Book are still seven it 
number, but only three are payable in connection with 
deaths occurring at the present time—namely, the estate 
duty, which is payable with reference to the passing 
property at death ; and the legacy duty and the succession 
duty, each of which is a duty payable with reference to 
the acquisition of property by beneficiaries. The remain- 
ing four—namely, probate duty (in Scotland called inver- 
tory duty), account duty, temporary estate duty, and 
settlement estate duty—are now leviable only in conn: 
tion with deaths which occurred before certain dates, 
the last of which expired on May 12, 1914. . 
Of the three death duties applicable to deaths occurring 
to-day the estate duty is by far the most important. pe: 
rates of estate duty, which were changed in 1926, are - 
much higher on large estates than they were before 
war, and their scaling up is more rapid. On ee 
between 410,000 and £12,500 the pre-war rates 0°" ” 
are still payable; but by the time estates of £35100 
440,000 are reached the current rate of duty, viz., ae 
cent., is double the pre-war rates ; on estates of & : ; 2 
to £110,000 it is 20 per cent. (against 9 per em oe 
war); on estates of £250,000 to £300,000 It “ s 
cent. (against 11 per cent. pre-war); on - eu 
£500,000 to £600,000 it is 28 per cent. (against 1° F 
cent. pre-war); on estates of £1 million to 4 
is 30 per cent. (against 15 per cent. pean); 
estates of over £3 millions it is 40 per _ chee 
15 per cent. pre-war). The next table shows op 
and value of all estates falling in different © 
capital value :— 


Exchequer 
Receipts. 
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—— 
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Estats Doutizs. 





















ct Number of Capital Value of 
by Estates Estates 
(000's omitted.) 
, —_—_— eT 
ig gatstes not Liable to Estate| 1913-14 ) 1926.27 | 1913-14 | 1926-27 
° y- ON an aR ae ate eee ee 
Is eeeesvececce 1,355 2,927° 
states .- ' 
Laing £100 net .....-.. 11,154 | —756¢ 








total not liable to Estate Duty; 14,412 | 12,509 i 


iable to Estate Duty. 
soa als not over £500 gross} 28,507 | 43,212 | 7,462 


Net. wi 


















” §,000 eecoeaoeoeoe 







































10,000 eoveccccoe 6,063 26,985 
25,000 eecccecccce 4,393 43,554 
. 50,000 eoocccccce 1,577 32,820 
100,000 ...sceeess 31,804 
” 250,000 eececececcs 366 30,911 
to 950 ” 500 000 eeeccecce ° 69 20,876 
se 500,000 ” 1,000,000 ecco’ cove 238 13,933 
; 1,000,000 2 3,000,000 eccccccece ( 14,834 
In Over 3,000, eorcpoeeeecsese eee 3 7,034 
Total Estates liable to Estate 
Duty eocesece ceeeeeee eee 67,482 110,578 281.730 466,467 
. * Gross Capital Values. + Net Capital Values. 


It shows that the number and value of the largest estates 
_from £250,000 upwards—has not increased propor- 
tionately to the rise in prices; in fact, the increase in the 
total value of these estates is only about a quarter above 
the pre-war level, as compared with a rise in general prices 
of roughly 50 per cent. Of the total estate duty paid in 
1926-27, estates not over £5,000 in value paid roughly 


paid roughly 33 per cent. The remaining 92} per cent. 
was divided almost equally between estates from £10,000 
to £100,000 (which paid 33.99 per cent.), estates between 
£100,000 and £500,000 (which paid 31.03 per cent.), and 
estates over 4,500,000 (which paid 27.42 per cent.). In 
the last class estates over £ 3,000,000 paid 10.19 per cent. 
of the total! duty raised. 

Stamp Duties. —Exchequer receipts from stamp duties 
(excluding fee and patent stamps) exceeded the estimated 
receipts by 1,530,000, and totalled £ 27,030,000, as 
compared with £,24,750,000 in 1926-27, £,24,700,000 in 
1925-26, £,22,850,000 in 1924-25, £,21,570,000 in 1923-24, 
and £9,966,000 in 1913-14. Details of the amounts 
collected in the several classes of stamp duty are not yet 
available, but it may be assumed that the recent activity 
" on the Stock Exchange is partly responsible for the excess 
: of receipts of £1} millions over the estimates, and that 
company duty accounts for a large proportion of the rest. 
In the following table are shown the receipts under the 
v main items of duty in the four preceding financial years 
mn and in 1913-14. 


Stamp Durizrs—Net Receipts. 

















, (000’s omitted.) 

le 

d 1913-14,] 1923-24.| 1924-25.| 1925-26 | 1926-27. 
‘ ed ue £ £ £ 


\ land and property ....| 1,879 | 4,161] 4,575| 4,660| 4 
Stocks, shares, &c. ....| 3,125| 6,736| 7,102| 8,499] 7,984 
teeny duty os soe 698 | 2.295 . 3 
Cheques and bills......| 2,322| 4,750] 5,182| 5368) 4 
MNS .csvecknbe cus 669} 2,121] 32135; 32277] 2,358 


The stamp duty on cheques yielded £3,273,000 in 1926- 
7, a against £3,422,000 in 1925-26, £.3,222,000 in 
ioe 43,025,000 in 1923-24, and 1,225,000 in 
3°14. 
Income-tax.—Exchequer receipts from income-tax 
amounted last year to £250,583,000, and were thus 
18,583,000 larger than they were estimated to be on the 
sis of existing taxation and £3,583,000 larger than the 
al estimates on the revised basis. The difference of 
15)000,000 between the originally existing and the 
revised basis of the estimates is accounted for as to 
si {800,000 by the collection of the whole of the tax due 
the er Schedule A:in one instalment, and as to the rest to 
in amendment of the law regarding the assessment of 
th ome-tax on interest. The results of last financial year 
"S Compare very favourably with those for 1926-27, 


Se ee ———— es ae ee Te ae a 


si per cent., and estates of between £5,000 and 410,000 ° 
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when Exchequer receipts were reduced by the effects of 
the protracted coal stoppage to £20,000,000 under the. 
Budget estimate. The table below shows the estimates 
and amounts of income-tax collected from 1913-14 
onwards, together with the standard rates for each 
year :— 


Exchequer Receipt Standard . 


larger (+) or Rate 
. Exchequer smaller (—) than of Tax in 

Estimate. Receipt. Estimate. the &. 

Min. £’s. Min. £’s. Min. £’s. s da 

1913-14 ...... 427 .. 439... + 12 ‘i 1 2 
1914-15 ...... 530 .. 593 .. + 63 7 1 8 
1915-16 ...... 998 .. 1116 .. + 118 ée 3 0 
1916-17 ...... 1780 .. 185-9 + 79 4 5 0 
1917-18 ...... 2050 .. 2163 + 113 : 5 0 
1918-19 .. 2558 .. 2556 — 02 6 0 
1919-20 ...... 3120 .. 3169 + 49 6 0 
1920 21 ...... 3314 .. 3389 + 75 4 6 0 
1921-22 ...... 3498 .. 3370 .. — 128 ‘ 6 0 
1922-23 ...... 2769 .. 3148 + 379 : 5 0 
1923-24 ...... 260°8 .. 269°3 + 85 ox 46 
1924-25 ...... 2650 .. 2738 + 8&8 se 4 6 
1925-26 ... 2620 .. 2594 . — 26 rt 40 
1926-27 . 2548 234-7 — 201 aa 4 0 
1927-28 ...... 247-0 250°6 + 36 a 40 


It should be noted that the Exchequer receipts from 
income-tax are slightly, but not materially, different from 
the net receipts of the Commissioners of Inland Revenue, 
because of the varying disposition of balances. 

The report of the Commissioners of Inland Revenue for 
the year 1926-27 shows the gross income assessable in 
that year as £2,900 millions, which was reduced by 
exemptions to £,2,285 millions of ‘‘ actual’’ income. Of 
this figure the various abatements, allowances and reliefs 
which were granted totalled £985 millions; the taxable 
income was £1,300 millions; the net produce 
of income-tax was £233 millions; the yield per 
penny of the standard rate was £4.85 millions; 
and the average effective rate of tax levied on each £ of 
‘* actual’’ income was 24.58d, or over 10 per cent. Some 
comparative figures are given in the following table, in 
which the pre-war figures relate to the United Kingdom 
and the post-war figures to Great Britain and Northern 
Ireland :— 


TaBLe showing ASSESSABLE INCOME, Amount of INcomE-Tax, &c. 7 
] 





. ! 
1913-14.| 1924-25.| 1925-26.| 1926-27. 

















(Estimates.) 

eS EE SS LS en | 
Gross income before adjustment ....MIn. £'s 2,970 | 2,944 | 2,900 
Exemption limit ........ 2... seccccsres 135+ ; 135+! 135+ 
Eatimated number of individuals with total 

incomes over the exemption limit. .Thous. 5,200 | 4,600 4,250 
Number chargeable ..............-. Thous. 2,400 | 4,200 2,150 
Amount of exemptions in respect of incomes 

not taxable, deductions for repairs, depre- 

ciation, expenses, &c. ..........++ Min. £’8 570 | 608 615 
** Actual’ cee sxaee Seenddepes q .-Min a 2,400 | 2,336 | 2,285 
A ts, ea come, and persona 

allowances, &C. ......00.eseeceees 1,052 | 1,024 985 
Taxable income ..........  sseesee: Min, £’s 1,348 1,312 1,300 
Net produce of tax.......cce.cseeee Min. £'s 273 236 233 
Standard rate of tax per £ .............. sa 46/40 40 
Fisie ger posay eon nassivere ts mum EN 5°06 | 492 485 

verage effec ra of actual in- 
aan Resnekae ‘neman _ Comdse ca eaeal 27°29 | 24-24 | 24°58 

* Actualincome. + Assessable income for single persons; £225 for married 


persons. 


The sources from which the taxable income is derived 
are analysed in the following table. The figures relate to 
‘* actual ’’ income as given above :— 


Anatysis of AcTtuaL INCOME. 
(000’s omitted.) 














© ° 
33 Income from 1913-14, | 1924-25. | 1925-26, | , 109637 
A. ../The ownership of lands, 2 

houses, &C...........ceeseeees 362,649 
B. ..]The occupation of lands, &c.... 49,000 

C. ..| British, minion, and Foreign 
Government securities ...... 151,930 

D. ..|/Businesses, professions, em- 
ployments* .......--- ss , 1,323,502 
E. .. — of os » COrpo- mans 

ration, and public company 
officials and employments .. 371,257 

Do, weexly wage earners ...... 

Total ..ccccccccsccccccccees 





* Ip 1923-24 and subsequent years, employments (including weekly wage earners) 
were assessed under Schedule E. 
The figures of actual income for 1926 show the effects 
both of the eight months’ coal stoppage of 1926 and its 
aftermath, and also of the substitution of one uniform 
basis of assessment (namely, the profits of the preceding 
year) for the three years’ average and other bases that 
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previously constituted the measure of liability for income- 
tax purposes in respect of income from various sources. 

Super-Tax.—Exchequer receipts from super-tax last 
year totalled £60,600,000, and were £1,400,000 smaller 
than the Budget estimates. This is the first.time since 
1913-14 that receipts from super-tax have been below 
the Budget estimate, a fact which may lend colour to the 
suggestion that the limits of taxation on large incomes 
have been reached. Certainly the incidence of super-tax 
.. has been greatly increased since the war. Before the 
war super-tax started with incomes over £5,000 per 
annum, but by successive reductions this limit has been 
lowered to £2,000 per annum. Moreover, before the war 
a flat rate of 6d in the £ was payable on all incomes 
within the super-tax range, whereas now the rate of 
super-tax rises from od in the £ on incomes between 
£2,000 and £2,500 to 6s in the £ on incomes over 
430,000. The number of persons assessed to super- 
tax, the total chargeable income (including the first por- 
tion on which no tax is payable) and the Budget esti- 
mates and Exchequer receipts since 1913-14 are given 
in the following table :— 


Super-Tax. 


(1913-14 to 1921-22, United Kingdom ; thereafter Great Britain 
and Northern Ireland.) 


Chargeable, 
including 

@ |First Portion 
© jon which n 
Super-Tax 

is Payable. 


Million £’s. |Min. £)Min. £| Million £'s. 
76 3 0:07 


Estimate. 


1913-14 .. 
1914-15 .. 
1915-16 .. 
1916-17 .. 
1917-18 .. 


+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 


1927-28 .. 


Excess Profits Duty.—Although nothing in respect of 
this duty was received by the Exchequer in the last 
financial year—in spite of the fact that the Budget esti- 
mated for £3,000,000 under this heading—E.P.D. has 
been a highly productive levy. The following table 
shows the Budget estimate and Exchequer receipts of 
excess profits duty and Munitions Levy since 
1916-17 :— 

E.P.D. end Munitions Levy. 


Exchequer 
i Receipts. 

& Millions. £& Millions. 

1916-17 eeeeeeene 86 eeesee 139°92 


1927-28 eeceserce 


Total receipts since April, 1916, have amounted to £1,194 
millions, a sum of £584 millions less than the Budget 
estimates. At March 31, 1927, outstanding arrears of 
E.P.D. and munitions levy totalled {£098 millions, but 
the Commissioners of Inland Revenue admit that, for 
various reasons, ‘‘the amount of duty ultimately to be 
received by the Exchequer w.'l, tgwever, fall far short 
of this figure.”’ If last year’s "Puberience is any guide, 
it will, in fact, be very nearly nil. 


Apri x, 
1928, 


Corporation Profits Tax.—The rec 
we aes = imposed by the Financ 
re y Mr Snowden in 1924, w 
than the Budget estimate, Se Gem - 1000 less 
only £1,780,000, as compared with £3,970 Latin to 
previous year. Although considerable atvea: ‘a 
been outstanding at the end of. each of the last 7 
financial years—ending March 31, 1927—for three 
details are available, they are in many cases ne 
adjustment, and will therefore probably never “om 2 
The total Exchequer receipts for this duty have om - 
since 1920 to £96,003,000. } oamtng 


Other Revenue.—Receipts from sundry loans vield 
423»953,000 last year, as compared with Sidhe eens 
1926-27, £14,944,000 in 1925-26, Eibainne : 
1924-25, and £1,579,972 in 1913-14. During ‘ 
Churchill’s Chancellorship they have been an menial 
profitable source of revenue, yielding £453,000 more 1 
the Budget estimate last year, £1,204,000 more in nia 
27, and £2,344,000 more in 1925-26, as compared with 4 
deficit of £309,000 on the estimate in Mr Snowden’s 
Budget. In 1926-27, the latest year for which detailed 
figures are available, out of the total received under this 
heading £6,261,000 were in respect of interest, &., on 
War Loans to the Dominions and Colonies; £6,551 ,00 
were from France and £4,000,000 from Italy in respect of 
War Loans; £ 1,098,000 comprised interest payments 
from various Powers on relief and reconstruction loans: 
and £1,100,000 were received in respect of interest and 
dividend on Suez Canal shares. 


Miscellaneous ordinary receipts totalled (36,893,000 in 
1927-28, and were £393,000 more than the Budget esti- 
mates. In 1926-27 they amounted to £28,214,000, in 
1925-26 to £17,349,000, and in 1924-25 to £14,420,000. 
These receipts for last year were swollen by 
412,000,000 taken from the Road Fund. In 1926-27 they 
comprised 7,000,000 from the Road Fund and 
%1,100,000 from the Navy, Army, and Air Force Insur- 
ance Fund. Receipts from the Post Office and Trustee 
Savings Banks—which pay the Treasury a proportion of 
the excess interest received over interest paid to deposi- 
tors—totalled £ 3,228,000 in 1926-27, £1,945,000 in 
1925-26, and 41,909,000 in 1924-25. Reccipts from the 
currency notes investment reserve account totallei 
£6,810,000 in 1926-27, £5,960,000 in 1925-26, an 
£71370,000 in 1924-25. Receipts from fee, &c., stamp 
amounted to £1,836,000 in 1926-27, 41,914,000 1n 1925 
26, and £1,687,000 in 1924-25. 

Miscellaneous special receipts, like miscellaneoys ord: 
nary receipts, have proved a very remunerative source of 
revenue under Mr Churchill’s régime. Last year they 
exceeded the estimates by 43,488,000, and amounted to 
£30,488,000, as against 30,840,000 in 1927, 
436,925,000 in 1925-26, and £26,963,000 in 1924-25; 
The bulk of special receipts is made up of Reparations 
and sums received from the liquidation of various wa 
services. Thus in 1926-27 Reparations receipts — 

"9,608,000, as against £10,150,000 in 1925-26 ns 

12,000,000 in 1924-25, the last amount NS 
year’s receipts. The Disposals Commission accounte 
£3,108,000 in 1926-27, 67,194,000 in 1925-26, 
47,836,000 in 1924-25. The Shipping Liquidation , 
mission paid over 43,716,000 in 1926-27, 1310071 ce 
1925-26, and £2,934,000 in 198435. The Clearing 

5 3 


eipts from thi 
e Act of 1920 ad 


for Enemy Debts surrendered millions on agnor 
its surplus in 1926-27, and y000,000 1n e ‘tlied 
Finally, the balances surrendered in respect © i ale 
Governments’ suspense accounts amounted to £5,°74 

in 1926-27 and £615,000 in 1925-26. | 


DIRECT AND INDIRECT TAXATION. 


Although there can be no cut-and-dried division bet aa 
direct and: indirect taxation, certain vr opty set 0 
Customs and Excise duties, which are paid a consumer, 


individuals, but are then passed on to t 
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‘ously belong in the category of indirect taxes. It 
a ikewise be assumed that stamp duties partake of the 
co of indirect taxes. Assuming that all other forms 
as from taxation belong in the category of direct 
* we find that the amounts and proportions of direct 
* indirect taxation have fluctuated as follows in recent 








ae 


Direct Taxation. Indirect Taxation. 
In Min. r of Min. % of 
“a er £° Total. 
eoveveee ee ee P ee ee it $1 3 
Spit. .0css00s 78 <° 47°9 eeee &5 ee 54:1 


22. ccccccee 513 ee 59°9 ercoe 344 ee 410°1 
aaa... coo0ss 472 ee 60°9 eeo0e 302 ee 39°1 


Roccsectees 429 ee &9°7 cece 289 ee 40°3 
i wt, 433 ee 62°7 eee 257 ee 87°3 
1925-26 seeeeees ee 422 ee 61°6 eeee 263 ee 88°4 
1926- 27 eeoseee eee 399 ee 60°1 eecco0e 265 ee 39:9 
1927-28 eoese e@eoee 416 ee 59°9 @eee 278 ee 40°1 


recent fall in the proportion of direct taxes to total 
ation reflects, on the one hand, the reduction in the 
dard rate of income-tax, and the various other con- 
<sions to income-tax-payers made in Mr Churchill’s 
t Budget, and on the other to the growing yield. of 
amp duties and to the increase in protective and so- 
ied luxury taxes. As compared with pre-war, however, 
je growth in the proportion of direct taxation is marked. 
hile it is partly due to the fact that the level of ex- 
motion from income-tax has not increased proportion- 
y to the rise in prices, it is mainly attributable to the 
wv increase in the standard rates of income-tax, super- 
and estate duty. Against this must be set the fact 
t interest and sinking fund on war debt account for 
fifths of total expenditure, and are mainly paid to 
» class from which direct cine are levied. These con- 
iertions largely justify the increase in the proportion 
revenue raised by direct taxation. 

The full and continuing effect of recent remissions in 
ation cannot be directly observed, owing to the steady 
wth in those taxes that remain. Of the last four 
dgets, two have seen reductions, and two increases, of 
sation. In a full year Mr Snowden’s reductions were 
timated to cost 445-450 millions. Mr Churchill's 
ductions in his first Budget were estimated to cost in a 
year about £30 millions, but the increases in his 
ond and third Budgets were estimated to yield in a full 
at some £17 millions. Thus Mr Churchill’s remissions 







mounted to roughly £15 millions a year net; Mr 
powden’s to roughly £50 millions; and the net reduc- 


m in taxation due to Mr Snowden and Mr Churchill 
ether to some £60-465 millions. 


BURDEN OF TAXATION. 
Britain’s financial situation does not contain many 


ttors which justify the hope of an early and substantial 


fiening of the burden of taxation. Despite the con- 
trable reductions of taxes which were made by succes- 
post-war Chancellors up to Mr Churchill’s second 
uget-—which increased taxation—the burden remains 
theavier than in pre-war times. This is shown by the 
tthat, after allowing for the change in prices, the 
int revenue raised from taxation is between two and 
ulf and three times as large as before the war. There 
10 doubt that the nation’s income has not increased 


! corresponding amount ; and the proportionate burden 


‘onsequently much heavier. Two years ago we gave 
following tentative estimates of the national income 
M the ratio of taxation to it :— 


Ratio of Tax 
Revenue to 
National Income. 


Central 


Yer, (Approximate Total 
N Tax Revenue. 


ational Income. 


18:8 
17-2 to 17-7 
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Subsequently Sir Josiah Stamp and Professor Bowley 
made @ more exhaustive inquiry, which showed a 
taxable income for 1924 of £4,230 millions. On this 


basis the ratio in the last year of the table would be. 


slightly over 16 per cent. Since that date prices have 


tended to fall, while the increase of production has been’ 


checked by various influences—particularly the coal dis- 
pute of 1926. It would, therefore, not be surprising if the 
money value of the national income had not fallen to, 
say, £4,000 millions in 1925, to £3,700 millions in 1926, 
and recovered to about the 1924 figure in 1927. On this 
basis the ratio of taxrevenue, which in three years was 
£685, £664, and £693 millions respectively, would work 
out at about 17 per cent. in 1925, 18 per cent. in 1926, and 
16} per cent. in 1927. These figures make it clear that we 
are better off to-day than immediately after the war, but 
far worse off than in 1913. Nor is there any prospect of 
immediate improvement. The Colwyn Committee has 
reached the same conclusion. Comparing the present 


position with that existing just after 1815, they ‘‘ think it, 


clear that, for some years after the Napoleonic wars, debt 
and taxation were far more burdensome to the nation as a 
whole than they are now. They were certainly far more 
oppressive to the poorer classes. Relief came in the 
Victorian era through the unprecedented advance in 
industry and transport and in the development of the 
credit system, accompanied by the rapid growth of popu- 
lation......... The present burden, in spite of its weight, is 
less menacing to the welfare of the community than the 
old debt continued to be for some years after 1815: there 
is reason also to hope that it may be materially lightened 
through new developments in industry. On the other 
hand, there is nothing to warrant a belief that history 
will repeat itself and productivity increase on a scale like 
that of the Victorian era.’’ (Colwyn Report, paragraphs 
679, 682.) 


Local Rates.—Imperial taxes are not the whole burden 
laid upon the community. The nation has also to find 
some £180 millions in local rates, a figure which shows 
the following increase since before the war :— 


Locat Rates in Great BRitalIn. 


(In Million £.) 
E. and W. Scotland. Gt. Britain. 
1913-14 .......0--. TES  .ee. TT eeee §«=—= 79 
1921 -22 @ereeeee eee 1730 ecee 19-0 ecco 192°0 


1922-23 .......... 1590 .... 175 .... 1765 


1923-24 eeeeeeeeen 144-0 eeoee 176 ecee 1616 
1924-25 ...... coee 1420 20. 179 eee 1599 
1925-26 ...... coos 1475 2... 186 200. 1661 
1926-27 ......000- 1595 .... 204 .... 1799 


In return for about two-fifths of these sums the ratepayer 
receives direct service in the form of street lighting, 
drainage, roads, &c.; but about three-fifths represent a 
true tax levied for the relief of the poor, education, 
asylums, and other social services. Before the war 
rates amounted to about 3} per cent. of the national 
income; in the exceptional circumstances of 1926 they 
amounted to about 5} per cent.; to-day they may be 
roughly estimated at 4} per cent. of the national income, 
The burden of rates has thus also increased absolutely 
and proportionately, but not so much as the burden of 
national taxation. ; 


EXPENDITURE. 


Changes in classification make it difficult to set out 
precise comparisons of the items.in expenditure. But 


the following table gives such comparisons as are: pos- 


sible. The estimates for 1927-8 can be corrected ‘so far 
as the main totals are concerned by the figures of actual 
expenditure given in the first table in this supplement :— 
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ExpxzuprrurE—(000's omitted). 


Total Issues in Year. 


1994 25.) 1925-26 | 1926-27] 1927 28 | 1928-29. 
£ £ 
358,229 | 378,584 | 370,000 
36,446 | 39,921 | 40,181 | 42,900 
37,323 393,07 | 398,150 418,765 | 412,900 
44,765 | 44,250 | 43,600 | 41,565 
55,625 


7 | 67 
14,310 15470 15580 


Estimates. 


National Debt Services 
Other Cons..Fund Services .... 
Total Consolidated Fun 


4,491 

4. Education, Science, and Art; 19,450 
5. Foreign and Colonial 1,523 
6. Old Age Pensions 

War Pensions 

Miscellaneous ........ Sues 
7. Ministry of Health 

Ministry of Labeur 

MisceUaneous 


Total Revenue Departments 29,090 


Total Supply Services 160,170 | 402,170 
Total expenditure 


If the Sinking Fund is raised to £70 millions, but other- 
wise the Consolidated Fund services remain unchanged, 
the total to be provided this year would be £825 millions, 
or approximately the figure of 1925-6, or allowing for the 
increased Sinking Fund, to a few millions more than that 
of 1924-5. A more detailed statement of expenditure by 
the departments for the last year for which figures are 
available was as follows :— 


Revenue Buildin; 

Labour and Health Buildings 
Public Buildings, Gt. Britain. 
Rates on Government Property 
Board of Trade 

Australian Zinc Concentrates 


 ~ Irish Constabulary Pen- 
sions 

Old Age Pensions 

Widows, Orphans, &c., Pen- 

sions .. 
Ministry of Pensions 
Imperial War Graves Com- 
mission 
884 Ministry of Health 19, 
.248,826 | Scottish Board of Health .... 

2,471, 86 


° Ministry of Labour 

Supreme Conrt of Judicature.. 903,832] Relief of Unemployment .... 
Po ice, England and Wales... 6,959,986| Grants in respect of Unem- 
Prisons, England and Waleé.. 1,/00,400| ployment 
Police, Scotland 825,020 Shipping Liquidation 
Board of Education 44,731,501 | Coal Mining Subvention 
eeetine & Colleges, Great Emergency Services (Impor- 

tain 


tation of Coal) 

Public Education, Scotland .. 6, Customs and Excise 
Diplomatic & ConsularServices 1,950,255| Inland Kevenue 
Oversea Sett ement 
Middle Eastern Services .... 3,96.,547/ N 
Empire Marketing .. 
Superannuation and Retired 

owances ....... beseencen 


Stationery and Printing 


1,502,430 


From these totals certain appropriations-in-aid and other 
receipts, together with payments made on behalf of other 
departments, fall to be deducted, but for present purposes 
the better method is to show gross total cost. The 
actual expenditure for the year in question was 

£ 423,630,000, compared with £415,800,000 in 1927-28. 
The Departments—Navy.—The net total of the Navy 
estimates for 1928-29 is £57,300,000. This is £700,000 
less than the original estimate of £58,000,000 for the pre- 
ceding financial year, and £1,150,000 less than the figure 
as amended by the supplementary estimate found to be 
necessary (Cmd. 3052, 1928). The net reduction, it was 
explained, would have been substantially greater were it 
not for a considerable falling off in the appropriations- 
in-aid, due in large part to there being fewer obsolete 
ships to dispose of and the continued shrinkage in the 
quantities of stores available from stock in relief of cash 
expenditure. The Admiralty add that the provision in- 
cluded on account of the new construction programme is 
49,629,857, as against £9,983,446 in 1927 and 
49,083,693 in 1926. Had the full programme been pro- 
ed with, the provision required in 1928 would have 


been at least £10,700,000. This reduction was attributed 
to the fact that the Government had reduced the pro- 


gramme by two cruisers in 1927 and by one cruiser in 
1928. A statement included in the Navy Estimates, 


Apri 

1928. 
1928 (P. 33, 1928) shows total e 
various votes, with balances irreco 
ing form for the vears from 1919 
1927 and for the current financial 
mated basis :— 


Xpenditure unq 

verable, in the fll W 
to 1928, the figures j 
year being on an est 


Total 
Papen. 


Total 
Expendit u 
Fy 


Year. 
1919... .cereccccesee 154,084,044 


1920... .cccecccccecs 905, 

age reeeaotnesd hos anaes Teeo iets steseeeees, 57.149 eg 
1923....essccvceeies 64,064,350 11998 {estimatay 27°" son 
Army.—In the memorandum dealin | 
estimates for 1928 (Cmd. 3036, 1928), the net tot 
of the estimates for the current financial year 
441,050,000, or £515,000 less than that for 1927. Th 
following table shows the progressive reductions “ 
in recent years, with a note that no money provision ; 
made in these estimates for the excess cost involved j 
the employment of extra troops in China, for which 
supplementary estimate will be presented as in 192 


1927 :— 


§ with the Arm 


War 
Terminal 
Charges. 

£ 


7,000,000 . 
3,588,000 .. 52,000.00 
1,075,000 ee 45,000.00 
385,600 .. 44,5000 
114,500 .. 425000 
33,341,200 .. 226,800 .. 41,5650 
32,713,800 .. 195,200 .. 41,0500 


In personnel the total of Vote A for 1928-8 is 153,500 
compared with 166,500 for 1927, a reduction of 13,00 
These figures include 1,500 Indian troops, as agains 
2,c0o in 1927 employed by the Air Ministry in the Middl 
East, for which the War Office has no responsibility, b 
which, for constitutional reasons, are included in t 
Army Vote for numbers. It is added that the strength ¢ 
the British Army, inclusive of British troops in China, wi 
at the beginning of the financial year be approximatel 
2,500 below establishment as a result of the falling-of i 
recruiting during 1927. The numbers due to leave t 
Colours during 1928-9 are some 2,000 above the no 
and it will, therefore, be necessary to maintain recruit 
to its full extent in order to meet drafting requirement 
during 1929. The total strength of the Army Reserve 
April 1, 1928, was approximately 95,000, an increas 0 
3,000 on the preceding year. That is attributed mainly t 
the response to the invitation made prior to that time t 
certain men to transfer prematurely to the Army Reserva 
During the current financial year an increase of appro 
mately 13,000 is anticipated, which accords with the fore 
cast in the memorandum of last year that from 1928 
strength of the reserve should grow rapidly. 

The memorandum states that the strength of the Ter 
torial Army (exclusive of permanent staff) on January 
1928, was 6,824 officers and 132,323 other ranks, ; 
increase of 64 officers and a decrease of 7,439 other ~ 
as compared with January 1, 1927. The ee 
proficiency grant for the training bounty led to es ing 
off in recruiting in the spring, but later figures wt 
improvement, and there is every reason to expect tna 
intake will soon become normal. Although the — 
situation has made provision on a large scale _— ( 
able, it has been possible to assist anti-aircraft coet 
the matter of accommodation and thus ° = a 
recruiting. Every encouragement is being regret il 
divisional artillery units and a proportion of : 
artillery units to train with mechanical ST son 
progress made in this direction has been very ae ha 
and, as a result, a marked improvement in ee! ef 
taken place. In the interest of economy . il 
found necessary to disband mobile ey ell 
which can be formed without difficulty on an ° tions fo 
and to reduce the grants : County Associa 
administrative expenses by 2% per cent. : tes 0 

The following table gives details under os ai 
Army expenditure, and estimates for the last four } 


Effective 
Charges. 


£ 
46,631,050 .. 
40,848.650 .. 
36,051,500 .. 
36,248,500 .. 
34,462,500 .. 


Year. 


TORR a ccae 
1925...... 
1924...... 
1925...... 
1926...... 
1927...... 
1928...... 


Total. 
£ 
- 62,300.04 
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Civil Estimates.—The White Paper dealing with the 
Vote on Account for Civil Estimates and Estimates for 
Revenue Departments, including pensions, education, in- 
surance and other grants, 1928-29 (P.28, 1928) shows a 
total of £223,803,813 net, compared with a total net 
estimate for 1927 (subject to transfers), of 
#231,854,282. The corresponding figures for the Re- 
venue Departments are £69,091,050 and 469,538,560. 
The total for the Civil Estimates and the Estimates for 
the Revenue Departments for 1928 is therefore put at 
u- 292,894,863, compared with £301,392,842 in net Esti- 
ij-Halt Pay, Retired Bop. oo 3708 mate, subject to transfers, for 1927. It should be ob- 
oa ‘c., or Warrant Officers, served, however, that receipts, which amounted 
in 1927 to £ 4,039,169 and were paid to the 
4-Cin Superannas tion, Exchequer as extra receipts on certain Votes, will be 
ive Sabie Ome Claims aban. shown as appropriations-in-aid of those Votes in 1928. 
doned Certain sums have also been transferred to Army Votes 
and Air Votes, so tohold that the apparent saving is rather 
azote receipts (deducted above) 998 more than £8,000,000 in this sphere is misleading ; a sub- 
apenditure as shown in the appropria- stantial part of the difference is due to changes in the 
tion anon? — form of accounting. In the various classes of Civil Esti- 
4ir Ministry —The memorandum on Air Estimates for | mates comparison is afforded in the following table :— 
8-29 (Cmd. 3042, 1928) states that the net total which | ——— 
yrliament is asked to vote in this branch of the fighting 
‘ices is 16,250,000, the gross total being Class 1927. 
f19,135,100. The corresponding figures for 1927 were ! Net. 
(15,550,000 and £,19,986,400. The gross amount, there- 
re, shows a decrease of 4,851,300, but at the same time 
mtains provision for an additional expenditure of 
proximately £200,000, due to the further expansion of 
Fleet Air Arm. The decrease on services more directly 
ithin Air Ministry control is consequently about 
(1,050,000. The apparent increase of £700,000 in the 
t estimates is due to the discontinuance in the existing 
xm of the Middle East Vote on the Civil Estimates, 
hich has hitherto met all expenditure in Iraq, Palestine, 
ransjordania, and Aden falling on gross Air Votes by a a ‘ 64,136,510/59,866,411 --  |4,270,099 
glancing appropriation-in-aid ; and the substitution of a | 9. Miscellaneous (Expiring 
Seed ie the Colonial and Middle Eastern Services | ——Services) srereseses+] 786,510] 535,500'__.. _|_ 251.010 
ote, out of which will be met only the extra cost of Revenue Departments.—The following is a comparison 
aintaining in Iraq, Palestine and Transjordania, instead | of Estimates for the Revenue Departments for 1928-9 
in this country, such Air forces as are still retained | with those of 1927-8 :— 
ee. This principle of ‘‘ extra cost’’ is not applicable 
» an Imperial base, like Aden, but the cost of the Air 
ommand at that place will be partly met by the 
ppropriation-in-aid of Air Votes of a proportion of the 
isting Indian contribution of £250,000, which will be 
hared with the Army. Comparison with the preceding an 


ar is afforded in the following table :— oe 
Gross. tions in Net. 


. Central Government and 

Finance 2,200,074 2,232,876 32,802 
. Foreign and Imperial 6,985,260} 5,604,411, .. jl 
. Home Department, Law, and | 

FUANN os. 2 cvcesscvceeees 12,887,337|12,303,665) 
. Education 50,441.048/49, 492,449, ‘ 
. Health, Labour, Insurance. |75,656,065/75,614,050) ° 42,013 
. Trade and Industry 11,119,822) 9,695,119 .. {1,424,703 
- Common Services (Works. | 

Stationery) 8,796,985) 8,459,332 337,653 
. Non-Effective Charges (Pen- 


Oe PTET BO To 
os Te 


ee 


o co NOs wo e- 


1927. 


Itin Gross. 


Aasinitanciiheanii ide . _— : : 5% 
oa . — nacelle Fhe PEP eenereERENeERonR end Ae ORD SBE AAA: ALAR NO A GN CERES A SENN A TES PN SCN tt NA PT PEO IES ? Meastack aire? 
3 roman Gs = , bs 2 . ove aes 


4 
vnarnenieaseaeninsintndsanittininntalbiseunentenmeshamemmmnniaste 1s e | &£ £ 

e ue i Cc & Excise 5,266,100, 247,915] 5,018,185 5,149,600! 228,20¢ 

4 Feel ~ of expenditure al £ £ Toland Revende 7,03 “a 46,3 en — 

‘ Deduct “ su er-cut’’ — t Inland sciieenstedhesieinenmniennsstetiasiiialiemninectiad aie 5 ea) 

o : eee riinicta Revenue... {i2.296,010| 294,290 12,003,720 12,166,025) 388,975/11,777. 

VGRss estimate ........., 0 071.sa? 57,645,000 59,745,191, 7 

0K Deduct Appropriationsin-aid. poe 60,077,327 2,434,327) 57,645,000 59,743,191 2,429.19 [57,314,000 | 

for S ceniieelinat 617|*69,°46,720 71,909,216'2,818,166/69,091 | 

‘ Suite baie 15,550,000 Sete die * Decrease, £555,670. B 

De ls of Appropriations-in-aid— —— i 

( = Civil votes (Middle East) ..| 2,257.000 THE NATIONAL DEBT. a 
y —_— f The table below shows the main items of the National , ij 
' . Debt, together with the interest charge paid out of F 
nk ‘° 882,000 revenue in the year ended March 31, 1927, the latest date q 


of 904,400 for which an official return giving these figures is avail- 


Total Appropriations-in-aid....| 4,436,400 ; able :— (000’s omitted) 


© personnel of the three services in recent years is 


own in the following table :— Amount | Interest 
Outstand-| Paid in Date 


Navy. Air Force. ing Mar. Year of Interest 
927. 


142 ee ee 
Ended Payment. 
a7008 31. Mar., 1927. 
$0887 ae Funded Debt— 
.. 381,311 3 24% Consols 
1,064,743" .. 176,087 — ds ae powered ‘oi 
Pe eeces @ocececes we ae n -se0e0e 7 
TM esiecsiwisituins 296948. ie 197.180 40,880 % Conversion Loan 1 April-1 Oct. 
secececsecces, 217.477 .. 107.783 .. 31, 4% Consols 166,384 . 1 Feb.-1 Aug. 
; 170,800 . 107 .. 33,000 Debts to Bank of England 


, .. 99, 
161,600 ... 100,787 and Ireland:...cccccccees 
ise 0D eens Total Funded Debt ..........| 1,219,782 
166,500 


153,500 Me 100,986 ag Terminable Annuities 


* Includes Territorial Force. 





THE ECONOMIST BUDGET SUPPLEMENT. 


Other 
Treasury Bills §99,176 
Ways and Means Advances..} 116,601 1,878 
7,622,946 © 516,905 0s 
total includes Funding Loan and Victory bonds 
tendered for death duties, and held by the National Debt 
Commissioners until drawn or paid off. The amount 
in 1926-27 was £68.3 millions, reducing the total to 
47,5546 millions. How this compares with previous 
years may be seen from the large table below, which 
also gives the items for the year ended March 31, 1928, 
the latter being compiled from the weekly statements of 
public income and expenditure. This shows that the 
nominal total of the debt increased during the past 
financial year by £32 millions, apart from Other Capital 
liabilities, as a result of the various conversion operations 
which were carried out. National War Bonds were paid 
off to the extent of £249 millions, and the balance of 34 
per cent. War Loan amounting to £63 millions was 
redeemed, while Treasury bonds outstanding were in- 
creased by £218 millions, and 3} per cent. Conversion 
Loan by £112 millions. 


survey of budgetary prospects that r 
to impossible of achievement th 
mended that additonal taxation should be im 

the Sinking Fund by steps to that figure ithe m 
years. As. regards the further outlook, the ¢,.. 
thought that the aim should be to increase the 
Fund by degrees to £100 million per annum, hae : 
templated that that should be possible, without aft” 
taxation, by applying the major part of the interest 7 
over a period of, say, from seven to ten years Wh 
or not taxation rates could simultaneously be rele ed 
pended upon expenditure in other directions and th 
sibility of economies then being explored by other Pi 
The Committee felt that no reduction: should be a 
which would endanger the carrying out of this 
gramme ; and similarly they thought that any embarkat 
upon new expenditure of whatever nature should only 
made if, at the same time, conditions were held to ; 
of the increase of the Sinking Fund to these dimensig 
In addition to the provision of a definite Sinking Fy 
on this scale the Committee contemplated the continu; 
of existing arrangements under which identifiable capi 
receipts in respect of loans due to this country and cert 
minor receipts by the National Debt Commissioners 
applied to debt redemption, together with any surplus 
revenue over expenditure in the financial year. They ¢¢ 
sidered that these recommendations represented a reasq 
able and adequate programme of debt redemption wh 
it should be possible to pursue without entailing an und 
burden on the community. . They also considered varic 
arguments regarding the form of the Sinking Fund be 
ing in the main on the safeguarding of the Fund fra 


° Committee Tecd 


Nominat Vatvur of Nationat Dest (Million £’s) on Marca 31. * 


i 
1917. | 1918. | 1919. | 1920. 
3178 | 3177| 3176 | 3150 
Terminable Annuities. 240; 21:9 19-3 
4% Consols 6 ee i ee 
% Conversion Loan..| . 
44% Conversion Loan.. 
34% War Stock 
44% War Stock 
4 and 5% War Stock .. 
National War Bonds.. 
4% Funding Loan .... 
4% Victory Bonds .... 
Treasury Bonds 
Exchequer Bonds .... 
ee Certificates .. 
War Expenditure Cers. 
Other Debt* 


| 
1921. | '1922. | 1923. | 1924. . | 1926, | 1927, 19% 
edpcumonmneel ba alias deaiedl entail theta ane trcnaeenolenannl 
3148 | 3145; 3142| 3140] 3139] 3135| 3135 
177) 162] 137) 135] 131) 126) [wa 
666:2 | 708-9 0| 1399 
a 2106 
627} 62: 
128| 128 
1,166-2 | 2,0528 
8201 | 7778 


1 
3962 | 3594°9 
346 313.9 | 301°5 

23 457-0 ; 4992 
289°6 , 150°3 156 
285°0 3538; 3661 | 5688 


1,132-0 | 1,087-2 | 1,187-4 | 1,127-6 | 1,123°3 | 1,112 | 1.1032 | 18 


12: 
,995 
2 


7 
8 
1,995°8 
1,412:8 

4060 
7 
2 


1,1208| 87 6160 | 5883 | §756| 5649] 5 ‘ 
1545 1939 | 1861| 1666 4| 166! 18 


7,574-4 *3 | 7,742°2 | 7,641°0 | 7,597°9 
48:7 66- 703 66°5 68:0 


7,623°1 


Estimated Assets.. 106'9 


8411 1129 5| 1166| 1150| 962 


* Includes debt to American Government. 


Sinking Funds, &c.—Section 32 ot the Finance Act, 
1923, repealed the provisions contained in the Sinking 
Fund Act, 1875» and any subsequent amending provision, 
and provided for a sinking fund in 1923-24 of £40 mil- 
lions; in 1924-25 of £45 millions, and in subsequent 
years, unless and until Parliament otherwise determines, 
£50 millions. In 1926-27 the payment was £60 millions, 
and in 1927-28 £65 millions, the Chancellor making these 
additions because of the deficit caused by the coal sub- 
sidy and by the coal stoppage. The most important pro- 
nouncement on the National Debt and the incidence 
of taxation is that contained in the Report of 
the Committee on National Debt and Taxation 
(Cmd. 2800, 1927), over which Lord Colwyn pre- 
sided. The majority of the Committee recommended 
that steps should be taken to increase the Sinking Fund 
as early as possible to £75 millions a year. They hoped 
that, with the aid of additional allied loan repayments, 
reductions in the interest charged from conversions and 


repayments, and possibly expanding revenue, that amount 


would become possible within a period of, say, five years 
without the imposition of additional taxtion. If on a 


raids to méet other expenditure or to reduce taxatior 
The Committee had little doubt that i pea 
particular loans was the greatest safeguard poss! a 
on other grounds they decided against any exten! 
that practice. sia 

The Report added that the history of the sos ve 
in the past led the Committee to the conclusion t ae 
was no possible device which could absolutely Ted , 
continuance of debt redemption if the an on 
day decided on a contrary policy ; they cou hich wa 
that in the knowledge of the small impression ™ 
made upon debt created for the Napoleonic a ted it 
weak debt policy during the period of = hs r futu 
crease in productivity the Governments lar cootit 
would realise the need for a steady and ne Rather | 
ance of adequate measures of redemption. king Fund 
resort to any measure of concealment of Sint ™B | , 
the Committee added that they would stres" . the 
ance of demonstrating as clearly as rae alternativ 
strength of the Sinking Fund policy. aes anittee 1600 
to the capital levy the minority of the f income 2” 
mended an increase of the present rates © 





THE ECONOMIST BUDGET SUPPLEMENT. 


on investment as distinct from earned income, 


ee monly called a surtax. The specific recommenda- 
dr sf paragraph 245 of the Minority Report was that 
"there be NO capital levy an- additional annual charge 
if sed upan, investment. Incomes -for. the -purpose ‘of 
redemption,” the broad aim of which was substan- 
‘y to increase the amount of the Sinking Fund... As 
sds the amount Of such taxation.the minority con- 
reed that it would be reasonable to aim at an annual 
nof £5100 million, together with further funds for debt 
sayment from an. extension of the present system of 


ath duties. is ay 
The following are the sinking fund_provisions attaching 
» specific loans :-— 
section 32, of the Finance Act, 1917, provides that there shall 
“maid to the War. Loan Depreciation Fund in respect of each 
ath under the direction of the Treasury a sum equal to one- 
hth of 1 per cent. of the total nominal value of the stock and 
més of the 4 and 5 per cent. War Loans. The moneys standing 
»the credit of the fund-shall be applied by the National Debt 
mmissioners in the purchase of the stock or bonds whenever the 
iet price is below the respective issue prices, viz., £100 and 
x. Any sums standing to the credit of the fund, and not 
muired for the immediate purchase of the stock or bonds, may 
iavested by the Commissioners in Treasury bills or in advances 
»the Treasury. 
In the case of the Four per Cent. Funding Loan and Four per 
mt, Victory bonds, a sum is set aside half-yearly equal to 2} per 
st, on the nominal amount originally created, to be applied, 
1 payment of interest, in the case of Funding Loan to purchase 
x cancellation if at or under par, and in the case of Victory 
mis for annual drawings at par (including bonds surrendered 
death duties). 
4 half-yearly sinking fund of 1 per cent. of the amount of the 
n outstanding is attached to the 34 per cent. Conversion Loan, 
wided the average daily price of the stock during the halt-year 
s been below go. It is to be applied in purchase of the loan in 
market for cancellation. ; 


Floating Debt.—The following table shows the 
pual fluctuations in the floating debt since 1913- 
Ways and Means Advances having been sub- 
wided into those from the Bank of England and 
on pete Departments since 1920 only. There 
we been none of the former outstanding at the 
Mi of each financial year, but in the intervening periods 
ie item has fluctuated considerably. At December 31, 
42 and 1927, the amounts were #£ 14,000,000 and 
120,000,000 respectively :— 


Fioatinc Dsest.—(000’s omitted.) 


Treasury 
Bills. 
£& £ 
nil 14,500 
nil 
19,900 
217,500 
192,300 
455,000 


By Bank of By Public 
—- — 


nil 204,887 
nil 154,489 
nil 147,301 
nil 193,897 
nil 186 155 
nil 166,585 
nil 139,441 ‘ 
nil 116,601 599,175 

i 161,850 526,940 


it following table, given in the Budget White Paper 
"seat, shows the maturities of the National Debt 


; zeae The maturities in 1927-28 have already been 
alt with -—_ 


; Debt Maturing Year by Year (a imate Totals). 
The amounts shown for National War Bonds are the Nomina! totals, and 
Premiums. National Sa’ Certificates are shown at issue price. 
hi" we being repaid by specific: elevator Sinking Funds, incloded in the 
00 for the New Sin y 8 © statutory ng Funds, include e 


March 31, 


Ways and Means Advances. Total. 


973,400 
957,200 


1,120 841 
882,214 
616,045 
588,320 
575,610 


Security. 


‘ Nati ne wat Bonds Peeesococe 


Year. Security. Internal. | Ex 


1930-31 


. 1932.35" 
1933-4 


Victory Bonds, &c., purchaged by 
National Debt Commissioners, 
but not yet cancelled 


6,453,257,000 '1,101,454,000 | 7,554,711,000 


External Debt.—The detailed items of external debt 
as given in the Finance Accounts are as follows :— 


British Dest PayaBLe ABRoaD, Marcu 31, 1927. 

United States of America- £ 
Government Loans.. ../$4,505 millions at $4863 = £1; 925,684,932 
53% Ten-Yr. Bonds, 1929} $14,140,800 ; 2,905,644 
54% Twenty-Yr. Bonds, 

1937 -| $143,587,000 29,504,178 

Straits Settlements— 

3,341,000 


54% Loan, 1928 ......| 
5% Loan, 1929. 4,315,000 


Loans from Allied Govern-|! F 
ments 


135,700,000 


1,101,450,754 
American Loan outstanding on March 31, 1927 ........ 2,846 


1,101,453,600 


The loans from Allied Governments are regarded as avail- 
able to be set off against debts owed by the same 
Governments to this country. 


Since March of last year a further $25 millions has 
been repaid.to America on account of principal, reducing 
the total to $4,480 millions. The total annual payments 
to be made to the United States on account of interest 
and instalmer.ts of principal vary little from year to year, 
but there will be an increase of over $22 millions in 1933, 
when the rate of interest rises from the present 3 per cent. 
to 34 per cent. 

Government Loans.—The amounts of our loans to 
Dominions and Allies remaining unpaid at March 31, 
1927, are as follows :— , 


Other Debts— 
£ Latvia, Greece, 
Australia ........| 85,573,000 Poland, &c. .. 
New Zealand ....| 27,998,000/Unfunded Debts :— 
South Africa ....| 11,884,000} Allicd War Debts— 
Other Dominions Russ & ..cceees 
and Colonies .. France 
-— Jugo-Slavia .... 
126,589,000 


Greece® ...cceee 


War Loans :— 
Dominions— 


£ 
3,198,741 


842,969,119 
676.160 000 
29,491,866 
22,262,500 
“1,570,883,485 


Funded Debts :— 
Amounts due under; 
Funding Agree- 
ment— Relief and Recon- 
Italy ......6+++0+j270,750,000 struction Loans- 
Roumania ....../ 31,200,C Austria .....ceee- 
Portuga) ........ 23,850,000! Jugo-Slavia ...... 
ATMeNIB.ccccccces 


12,727,051 
2,687,397 
124,708 


15,539,156 


325,800,000 

Relief and Recoon-|———— 

struction Loans 
Belgium eeeevece 9,000.000/Other Debtea— 
Belgian Congo....| 3.600. Armenia... ..cecees 
Poland 4,698,4 
Rowmania ......| 2,200; 
Esthonia, Hun- 

gery and Czecho- 

ovakia 


Lithuania .....+../]. 
Jugo-Slavia ...... 


666,939 


20,165; 
* Funding agreement subsequently signed. 


1,001,146 
347623 © 
187,361 

1,536,120 
2,063,711,891 


RR LR aie EME NT HUAN 0, 


BOE NCAR ITE BRC NO nk ERR aaah iy Le 
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SOMB INTERNATIONAL COMPARISONS. 


Any survey of Dominion and foreign Budgets must 
necessarily be of a tentative character. Each country 
employs its own methods of accounting, and in many 
cases figures which are both reliable and up-to-date are 
hard to obtain. The result is that the different Budgets 
of the world are hardly comparable, and any attempt to 
delineate a general picture must be subject to many 
qualifications. Again, in some cases, the latest year for 
which detailed information is available may be an 
abnormal year. Thus in the following tables, which are 
based mainly on Budget estimates, the Belgian Budget 
for 1926 shows a deficit of 585,000,000f; 1926, however, 
was the year in which the franc was stabilised, and the 
currency upheaval which immediately preceded that opera- 
tion is sufficient to explain the deficit of that year. For 
1927 a surplus of 1,532,000,000f was recorded, and 
this excluded Reparations receipts amounting to 
I ,002,000,000f. 

In general, the world’s Budgets have been nearly, if 
not completely, balanced, and where an appreciable deficit 
exists it is usually due to some special cause. To con- 
sider revenue first, details are given in the following table, 
where an attempt is made to divide revenue into direct 
and indirect taxation and other receipts, this last item 
including the proceeds of Government monopolies :— 


GoveRNMENT Revenve of Certain CountTRIEs. 


* Bix States and Commonwealth. 


To consider, first, the world’s preference for direct or 
indirect taxation as a method of raising revenue, there is, 
unfortunately, still a great preponderance in favour of 
indirect taxation. So far as details are available, only 
the United States, Canada, and New Zealand raise more 
than half their taxes by the direct method. In every 
other case indirect taxation is looked to as the main 
source. Now, there is no doubt that each country has its 
own traditional methods of raising revenue, to which its 
nationals have grown accustomed, and to this extent a 
sudden change-over, even to a better method, is to be 
deprecated as causing an unnecessary disturbance to the 
country’s economic life. At the same time, indirect taxa- 
tion too often means Customs duties and Protection, and 
on this account is to be deplored. One fact that this 
section of the table brings out very clearly is the great 
need for progress towards freer trade on the lines laid 
down by the Geneva Conference last year. 

Except in Australia, where the Post Office is an impor- 
tant source of revenue to the Commonwealth, and rail- 
wavs and tramways to the States, and in Russia, which 
is a law unto itself, other sources of revenue do not play 
a prominent part. It is clear that the countries of the 
world have at last learned that taxation must be the 
chief source of revenue, and that it must yield enough to 
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Six States and Cee, 5 $ o 1,711,000,000—" exe atio 
To consider defence first, the proportion that expendi 
upon this item bears to total expenditure yields results 
some interest and significance. At the head of the jj 
comes Italy, with an expenditure upon defence of 4,2 
million lire out of a total of 19,365 millions, this bei 
equivalent to 21.8 per cent., though at the other end 
the world Brazil runs very close to Italy with a perce 
tage of 21.7. Returning to Europe, Sweden, curious 
enough, comes next with a percentage of 19, then Fra 
with one of 17.5, followed by Spain with one of 15 
Belgium, Norway, and Denmark are around 10 to1!f 
cent., and Holland is slightly ahead of this level at 12 
per cent. Late enemy countries, naturally, come at 
bottom of the scale. The German percentage !s 7.5 
the Austrian only 5.6. 

There remain the United States, Russia, and ourselrt 
The American percentage is 16.3, the Russian 13.9, i 
our own around 14. Taking the world as a whole, th 
expenditure statistics suggest there is as much room f¢ 
naval and military disarmament as the indirect tantid 
figures suggest there is room for economic disarmame 
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ture to the unproductive objective of armaments, it's 1¢ 
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to the same objective to complain of German commer 
competition. 7 bur 

As regards the demands of debt service, here the burd 
varies broadly between late belligerents and neu 
while a further division is apparent a 
those countries who endured or resisted the o 
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of currency depreciation. Germany is the chief ¢ i 
of those countries who have written down on mn 
debts. For 1927-28 her internal debt charge on soa 
to 5.2 per cent. of her total expenditure, an 1 sa 
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to 23.4. Among neutrals, the Scandinavian Ps 8 | 
are 10.1 for Denmark, 16.2 for Sweden, ao a a 
Norway. Holland devotes 24.4 per cent. * he 
ture to debt service, and Spain, who after the er 
was involved in a war of her own, devotes ead ; 
Turning to the chief of the Allies, Italy aie m 38.68 
cent., the United States 37.6 per cent., Be od Kingda 
cent., France 39.8 per cent., and the 
45-2 per cent. Our unenviable preemiows 
fact that we had the worst of both wor a start, 2 
United States, we were in the war from 3 relief fr 
unlike our European Allies, we derived long time * 
currency depreciation. Moreover, for 4 houlde 
financial burden of the war rested ma! 
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